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EO 11652: NA 
TAGS: ETRN CO 

SUBJ: CIV AIR - FOREIGN GOVERNMENT SUBSIDIES TO FOREIGN AIRLINES 
REF: A. STATE 79306; B. STATE 162608; C. BOGOTA 8704 

1. SUMMARY: NO DIRECT ASSISTANCE GIVEN BY GOC TO COLOMBIAN INTER- 
NATIONAL AIRLINES DURING CY 73. GREATEST INDIRECT ASSISTANCE IS 

IN THE FORM OF SUBSTANTIALLY LOWER JET FUEL PRICES FOR NATIONAL 
CARRIERS, GOC GUARANTEE OF LOANS TO NATIONAL CARRIERS, AND 
PREFERENTIAL AIRMAIL CARRIAGE. 

2. GENERAL COLOMBIANS SERVED BY BRANIFF AND PANAM IN COMPETITION 
WITH AVIANCA AND AEROCONDOR. ALTHOUGH SOME 14 PERCENT OF AVIANCA 
IS OWNED BY PANAM, LATTER EXERCISES NO EFFECTIVE MANAGEMENT 
INFLUENCE; GOC REPUTEDLY HOLDS LARGE NUMBER OF SHARES AND CAN 
EFFECTIVELY DOMINATE COMPANY POLICY. AVIANCA AND ITS SUBSIDIARIES 
PROVIDE THE MAJORITY OF COLOMBIA'S DOMESTIC AND INTERNATIONAL 

AIR SERVICE AS WELL AS OPERATE THE DOMESTIC AND INTERNATIONAL 
AIRMAIL SYSTEM. AEROCONDOR IS A NON IATA CARRIER WHICH HAS 
DOMESTIC ROUTES, SERVES MIAMI AND SANTO DOMINGO AS ITS INTERNATIO- 
NAL DESTINATIONS, AND IS WAITING PERMISSION TO SERVE QUITO. 
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3. STARTING IN NOVEMBER 1973, THE JET FUEL PRICE TO FOREIGN 
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CARRIERS CHARGED BY THE STATE PETROLEUM COMPANY, ECOPETROL, WAS 
9 US CENTS PER GALLON HIGHER THAN THAT CHARGED TO THE NATIONAL 
CARRIERS. AT A FUEL CONSUMPTION OF APPROX 1300,000 GALLONS PER 
MONTH FOR COLOMBIAN CARRIERS ON INTERNATIONAL FLIGHTS, THIS 
AMOUNTED TO AN INDIRECT SUBSIDY OF ABOUT 1 17,000 US DOLLARS PER 
MONTH, OR APPROX 234,000 US DOLLARS FOR 1973. IN APRIL 1974, THE 
DIFFERENTIAL WAS RAISED TO 14 US CENTS PER GALLON, INCREASING 
THIS SUBSIDY TO ABOUT 182,000 US DOLS PER MONTH. 

4. DURING 1973 AVIANCA AND ITS SUBSIDIARIES HELD LOANS FROM FIVE 
INSTITUTIONS, WHOSE REPAYMENT WAS GUARANTEED BY THE GOC. THE 
INSTITUTIONS WERE A COMMERCIAL BANK, THREE AIRCRAFT AND PARTS 
SUPPLIERS, AND THE US EXPORT-IMPORT BANK. DEBT OUTSTANDING AT THE 
BEGINNING OF 1973 ON THESE LOANS WAS APPROX DOLS 17 MILLION. 

INTEREST RATES VARIED BETWEEN 5 1/2 AND 7 1/2 PC. PRESUMING THAT 
THESE GUARANTEES REDUCED INTEREST RATES ON AN OF 3 PERCENT, THE 
EFFECT OF THESE GUARANTEES WAS TO REDUCE INTEREST PAYMENTS 
DURING 1973 BY OVER US DOLS 500,000. 

5. AVIANCA OPERATES COLOMBIA'S DOMESTIC AND INTERNATIONAL AIRMAIL 
SYSTEM. IN 1973 AVIANCA CARRIED 3.7 MILLION TON MILES OF AIRMAIL, 

OF WHICH 3.3 MILLION TON MILES WERE INTERNATIONAL MAIL. ON 
ALL OF ITS AIRMAIL OPERATIONS AVIANCA EARNED US DOLS 6 MILLION. 

IF THIS INCOME IS PROPORTIONED AMONG THE DOMESTIC AND INTERNATIONAL 
MAIL, THE INTERNATIONAL SERVICE EARNED ABOUT DOLS 5.3 MILLION, 

OR DOLS 1.62 PER TON MILE. 

6. THE GOC HAS SEVERAL REGULATIONS AND PRACTICES CONCERNING THE 
REMISSION OF FOREIGN CURRENCIES ABROAD THAT AFFECT THE PROFIT 
ABILITY OF US AIR CARRIERS, AND MAY BE CONSTRUED AS RESTRICTIVE 
PVACTICES OR INDIRECT SUBSIDIES IN FAVOR OF DOMESTIC CARRIERS: 

(A) US CARRIERS CANNOT REMIT INCOME FROM PREPAID TICKET ADVICES, 
PTA'S. WHEN A TICKET IS PURCHASED IN COLOMBIA BUT DELIVERED 
ABROAD, THE US CARRIER MAY NOT REMIT THIS MONEY TO THE US. PTA'S 
ACCOUNT FOR 4-5 PERCENT OF US CARRIER SALES IN COLOMBIA. 

(B) US CARRIERS CANNOT REMIT MONEY NOT DIRECTLY RELATED TO SALE 
OF TICKETS. FOR EXAMPLE, THEY CANNOT REMIT INTEREST AND SERVICE 
CHARGES FROM FLY-NOW-PAY-LATER PLANS, AND THEY MAY NOT REMIT 
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MONIES FROM THE SALE OF THE GROUND PORTION OF INCLUSIVE TOURS 
NOR FOR PAYMENT IN COLOMBIA FOR TRAVEL TERMINATING IN COLOMBIA. 
NATIONAL CARRIERS DO NOT HAVE TO SEEK SUCH REMITTANCES. 

(C) FOREIGN CARRIERS MUST MAKE MONTHLY STATEMENTS OF INCOME AND 
EXPENSES, AND DEPOSIT THE MONEY TO BE REMITTED ABROAD IN THE BANK 
OF THE REPUBLIC. PAPERWORK AND PROCESSING DELAYS MEAN THAT IN 
EFFECT FOREIGN CARRIERS MUST DEPOSIT THEIR LOCAL CURRENCY REMIT- 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


TANCES IN AN INTEREST-FREE ACCOUNT IN THE BANK FOR ONE MONTH. 
NATIONAL CARRIERS DO NOT BEAR THIS COST. 

7. GOVERNMENT SERVICES FREE OR BELOW COST: (A) ALL CARRIERS ARE 
CHARGED THE SAME FEES FOR LANDING, CUSTOMS PROCESSING, AIR 
TRAFFIC CONTROL, ETC; HOWEVER, AEROCONDOR IS SEVERAL MONTHS IN 
ARREARS IN ITS PAYMENTS. ARREARAGES ARE NOT PERMITTED FOR FOREIGN 
CARRIERS. (B) AVIANCA APPEARS TO PAY A LOWER PER UNIT RENT ON 
FACILITIES LEADED FROM GOC; HOWEVER, SINCE AVIANCA RENTS FAR 
MORE SPACE FROM CIV AIR AUTHORITIES, THIS PRICE DIFFERENTIAL IS 

NOT CONSIDERED ANTICOMPETITIVE OR UNJUST BY US CARRIERS. 

8. POOLING: AVIANCA OPERATES REVENUE SHARING POOLS WITH NON- 

US CARRIERS ON ALL INTERNATIONAL ROUTES. THESE POOLING ARRANGE- 
MENTS ARE NOT PERMITTED US CARRIERS BY USG, AND THEY PUT US 
CARRIERS AT A COMPETITIVE DISADVANTAGE. 

9. ADVERTISING BY NATIONAL TOURIST CORPORATION EMPHASIZES ROLE 
OF AVIANCA AS NATIONAL CARRIER, AND PROMOTES TRAVEL LIKELY TO 
BE TAKEN ON THE NATIONAL CARRIER. 

10. SUBSIDIES MENTIONED SUBPARAS E AND F OF REFTEL B NOT APPLICABLE 
IN COLOMBIA. 

1 1 . BY GOC DEC RE E COLOMBIAN STUDENTS STUDYING ABROAD RECEIVE A 
50 PERCENT DISCOUNT ON AIR TICKETS. THE TICKETS ARE AUTOMATICALLY 
WRITTEN UP BY ICETEX, THE GOC PARASTATAL ORGANIZATION SUPPORTING 
FOREIGN STUDY, FOR TRAVEL VIA AVIANCA. 

12. FOR THE TAXABLE YEARS 1974-1979, COLOMBIAN AIR CARRIERS CAN 
COUNT AS TAX CREDITS THEIR EXPENSES FOR RENOVATION, ACQUISITION 
AND MAINTENANCE OF AIRCRAFT, UP TO 100 PERCENT OF THEIR CORPORATE 
TAX. THEY CAN ALSO COUNT AS TAX CREDITS THEIR CONTRIBUTIONS TO 
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LATIN AMERICAN INTERNATIONAL AIR CARRIERS; THE MAXIMUM CREDIT 
BEING 50 PERCENT OF THE TAX DUE. THIS CHANGE IN CORPORATE TAXATION 
IS CONTAINED IN ARTICLE 99 OF RECENTLY DECREED INCOME TAX LAW, 

(SEE REF C). IF THIS LAW HAD BEEN IN EFFECT FOR 1973, AVIANCA 
WOULD HAVE AVOIDED US DOLS 1.5 MILLION IN CORPORATE TAXES. 

VAKY 
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